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SUBJECT: TF.XTTT .ES-HKG NEGOTIATIONS WITH EC 

REF: HONG HONG 1377 

1. AS PER REFTEL, MILLS CALLED ON PHELAN AFTERNOON FEB 11. 

EXPLAINED THAT HKG'S PRELIMINARY AND INFORMAL CONTACTS WITH 
EC HAD LED HKG CONCLUDE THAT SERIOUS MISCNOCEPTIONS RE TERMS 
AND PROVISIONS US/HKG TEXTILE BILATERAL CONTINUED EXIST BOTH IN 
MEMBERS STATES AND IN COMMISSION. HKG FELT THAT IT 

ESSENTIAL THESE BE CLEARED UP PRIOR BEGINNING FORMAL NEGOTIATIONS 
WILL EC NOW TENTATIVELY SCHEDULED TOWARD END MARCH. ACCORDINGLY, 
MILLS PLANNING VISIT CERTAIN EC DAPITALS AND BRUSSLES IN PURSUIT THIS 
END BEFORE RETURNING HONG KONG. 

2. MILLS HAD "TALKING PAPER" WHICH HE PLANNED USE IN FOREGOING 
EXCERCISE AND WISHED CHECK WHETHER ANY STATEMENTS HE WOULD 
MAKE MIGHT BE OBJECTIONABLE FROM U.S. VIEWPOINT. AFTER CAREFUL 
READING PAPER. MILLS WAS ADVISED THAT. SINCE EVERY STATEMENT 

OR ARGUMENT ADVANCED THEREIN HAD ALREADY BEEN MADE PUBLICLY BY 
PHELAN AND/OR DORWARD IN COURSE TSB EXAMINATION U.S. /HONG KONG 
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PROPOSED STATEMENTS WOULD BE COMPLETELY UNOBJECTIONABLE FROM OUR 
VIEWPOINT. 

3. THRUST MILLS' ARGUMENTATION IS DIRECTED AT COUNTERING PURSUIT OF 
"SELECTIVE" AGREEMENT WITH HONG KONG. HKG HAS LEARNED FROM 
"RELIABLE SOURCES" THAT EC MANDATE, IN EFFECT, CALLS FOR "SELECTIVE" 
AGREEMTN WHICH HKG CALCULATES COVERS 98.5 PCT OF HONG KONG TRADE. 
MILLS WILL ARGUE THAT THIS APPROACH UNACCEPTABLE SINCE SPECIFIC LIMIT 
S 

IN U.S. AGREEMENT COVER ONLY 77 PCT OF TRADE AND THAT SUCH EC 
APPROACH RAISES REAL QUESTION SINCERITY EC'S PAST PROTESTATIONS 
REGARDING COMPREHENSIVE AGREEMENTS. MILLS WILL COUNTERPROPOSE A 
COMPREHENSIVE AGREEMENT WITH EC "ALONG LINES U.S. /HKG AGREEMENT." 
MILLS ALSO MUCH CONCERNED OVER EC POSITION ON ESTABLISHMENT 
"REGIONAL QUOTAS" WHICH HKG SEES AS SEVERE MARKETING HANDICAP; E.G., 
LARGER QUOTAS IN COUNTRIES WHERE HK HAS SMALL MARKET POSITION 
AND VICE-VERSA. MILLS WILL CITE AS EVIDECNE BUILT-IN TIBER AT. 

FLEXIBILITY IN US/HKG AGREEMENT FACT THAT HONG KONG EXPORTERS 
HAVE EQUAL ACCESS TO MARKETS IN "SEATTLE AND MIAMI" BUT NOT 
SO IN FRANCE AND GERMANY. MILLS HAS LITTLE HOPE OF REVERSING 
EC POSITION THIS MATTER BUT HOPES NEGOTIATE SOME "IMPROVEMENTS" 

IN QYOTA DISTRIBUTION AMONG MEMBERS STATES. DALE 
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